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Local Government Partnership Generates Enthusiasm  wien ey ean wccary

Municipal officials often lament the lack
of citizen participation in government.
The Division of Local Services has a
program to help combat apathy. A
Local Government Partnership (LGP)
is a year-long educational program de-
veloped by the Division of Local Serv-
ices and conducted by high school
social studies departments, local mu-
nicipal officials and state legislators in
the public school system. “The goal,”
according to Deputy Commissioner
Joseph Chessey, “is to ensure that stu-
dents have a better understanding of
government, especially local govern-
ment, and to encourage them to par-
ticipate in their own communities.”

Communities that have instituted Local
Government Partnerships have experi-
enced increased voter registration and
government participation by LGP stu-
dents. In Ludlow, one high school se-
nior was elected to town council and
another joined the planning board as
an associate member. An Athol stu-
dent has become a non-voting mem-
ber of the school committee. In Palmer,
Todd Smola, elected to the planning
board last year, served as that board’s
“municipal teacher” for the LGP this
year. Todd is very enthusiastic about
the program. “Many students see gov-
ernment as aloof and distant. Partici-
pating in the Local Government Part-
nership program makes it real and
jump starts the students’ interest in
government” according to Todd. When
Todd taught his class, he brought in
plans for the expansion of a local
restaurant. He encouraged discussion
of the issues surrounding the expan-

sion. Some students became so inter-
ested that they attended planning
board meetings.

Ludlow, Palmer, Shrewsbury, Avon,
and Athol have instituted Local Gov-
ernment Partnership programs in their
high school curricula. In September, the
number of participating communities will
almost double. Stoughton High School,
Ashburnham/Westminster Regional
High School, South Shore Voc-Tech and
Winchendon High School will be imple-
menting their own LGP curricula.

LGP encourages
participation.

Under the program, students have the
opportunity to meet with various local
and state officials to learn about gov-
ernment’s structures and procedures.
Local officials and state legislators fol-
low prepared lesson plans to explain
their roles and responsibilities. Stu-
dents learn about the duties of the se-
lectmen or mayor, finance committee,
assessors, planning board, treasurer,
city/town clerk, tax collector, police and
fire departments and other govern-
ment officials. State legislators discuss
the roles and responsibilities of a sena-
tor or a representative, as well as how
laws are made on the local, state and
federal levels. They explain how parties,
politics and citizens play a role in pub-
lic policy.

Students may choose to participate in a
voluntary portion of the program where

they have the opportunity to join in sev-
eral town hall functions. Most programs
include the opportunity to attend the
annual town meeting as part of the
curriculum.

Students engage in a dialogue with
elected and appointed officials. Nancy
Allen, Director of Public Health, Town
of Shrewsbury, states “The Local Gov-
ernment Partnership program provided
an excellent opportunity for me to hear
the students’ opinions on the environ-
ment, our resources, and programs. It
was an interesting interchange of ideas
and information.”

The Local Government Partnership re-
ceived the Kenneth E. Pickard Memorial
Innovation Award in 1997. The Mass-
achusetts Municipal Association (MMA)
gives the award to communities which
“are continuing to formulate new ap-
proaches to solving problems and de-
livering services.” The Town of Ludlow
received first place for submitting the
program to the MMA. m
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[ EGAL

in Our Opinion

Court Rules Excise
Valuation System
Constitutional

The motor vehicle excise, which is
imposed for the privilege of registra-
tion,* annually generates almost
$300,000,000 in revenues for cities
and towns. The excise is second only
to property taxes as a source of locally
generated revenues. State and local
officials naturally became interested
when the valuation methodology was
challenged and became the subject of
a Supreme Judicial Court case.?

Although the manufacturer’s list price
for a 1994 Ford truck was $84,332, the
transportation company paid $53,659
due to a fleet discount. On the applica-
tion for registration the company listed
Medford as the principal place of
garaging. In September 1994, the City
of Medford sent a motor vehicle excise
bill for $1,106 based on a $75,900
value. The Registry of Motor Vehicles
determined this value by applying the
statutory percentage (90 percent) to
the manufacturer’s list price for a truck
of the same make, type, model, and
year of manufacture.® The Registry ob-
tained the list price for trucks from
National Market Reports, Inc. which
publishes The Truck Blue Book. The
company filed a timely abatement ap-
plication claiming that the excise should
have been calculated on the vehicle's
actual sale price rather than the higher
manufacturer’s list price.

The Medford assessors denied the ap-
plication and the company appealed to
the Appellate Tax Board (ATB). When
the ATB ruled in favor of the City, the
taxpayer appealed to the Supreme Ju-
dicial Court. Seeking to uphold the de-
cision of the ATB, the Attorney General
intervened on behalf of the Commis-
sioner of Revenue.

On appeal, the Court first examined
the language of M.G.L. Ch.60A Sec.1
which provides in pertinent part:

For the purpose of this excise the
value of each such motor vehicle
or trailer shall be deemed to be
the value, as determined by the
Commissioner [of Revenue], of
motor vehicles or trailers of the
same make, type, model and
year of manufacture as desig-
nated by the manufacturer, but
not in excess of the following per-
centages of the list price estab-
lished by the manufacturer. ...

In the Court’s view, the statutory pur-
pose was not to apply a fair cash value
standard to the valuation of each indi-
vidual vehicle. Rather, the intent of the
statute was to value collectively all ve-
hicles in the same classification based
on the manufacturer’s list price. In
keeping with the legislative purpose,
the Commissioner had decided to em-
ploy standardized Blue Book values
rather than an individualized approach
to value. The Court, therefore, ruled
that the value for purposes of motor
vehicle excise was not statutorily re-
quired to be the purchase price.

The Court then addressed the com-
pany’s argument that the Commis-
sioner’s valuation methodology violated
federal and state constitutional require-
ments. Citing prior decisions, the Court
held that M.G.L. Ch.60A’s use of manu-
facturer’s list price did not violate due
process requirements. Although stan-
dardized values were not perfect, the
use of approximate values was not en-
tirely arbitrary. The vehicle itself was
not directly taxed, as would be true
with a property tax, but rather the ex-
cise was imposed for the privilege of
registration. Furthermore, the use of
manufacturer’s list price was not ex-
cessive since Chaper 60A’'s deprecia-
tion schedule resulted in a vehicle in

later years being valued at less than
market value. For example, a truck in
the fourth year would probably be worth
more than the 25 percent of its list price
which was the amount in the schedule.
The taxpayer, therefore, was not de-
prived of its due process rights.

The company'’s claim that the excise vi-
olated the state constitution also lacked
merit. Unlike ad valorem property taxes
which must be proportional and rea-
sonable, the State Constitution merely
requires excises to be reasonable.*
This legal standard, in the Court’s view,
was satisfied by fair approximations to
calculate the value of the privilege. A
precise valuation methodology was not
required under the state constitution.

Consequently, the Court agreed with
the Appellate Tax Board that M.G.L.
Ch.60A establishes “an automated, effi-
cient, and equitable process of assess-
ing the excise on all motor vehicles
registered in the Commonwealth.” The
taxpayer’s claim that excise must be
based on sale price was rejected. m

written by James Crowley

1. M.G.L. Chapter 60A.

2. Lily Transportation Corp. v. Assessors of Medford
427 Mass. 228 (1998).

3. M.G.L. Ch.60A Sec.1.

4. Part Il, Chapter 1, Section 1, Article IV.
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FOCUS

on Municipal Finance

Municipal Debt
FY93—-FY97

Debt service and outstanding debt are
significant components of a commu-
nity’s fiscal health. High levels of debt
are prevalent in growing suburban
communities and older urban commu-
nities with considerable capital needs.
This article examines recent trends in
borrowing by Massachusetts cities and
towns. The analysis will rank all cities
and towns using two widely accepted
methods: debt service! as a percent of
budget and debt outstanding? as a
percent of total assessed value. The
article also looks at what communities
buy with their bond proceeds.

Lower interest rates and increasing op-
erating budgets are the major factors
contributing to the decrease in the per-
centage of operating budgets spent on
debt service from 8.5 percent in FY93 to
6.2 percent in FY97 (Figure 1). Interest
rates reached an historic 20-year-low
during FY93. From July 1992 to June
1995 operating budgets increased by
10.1 percent as a result of increases in
state aid, local estimated receipts and
improved tax collections. Lower rates
and increased budgets tell most but not
all of the story, since communities also
benefited by “refinancing” older high
interest bonds.

When combined, these positive factors
produce a 6.2 percent statewide aver-
age of debt service as a percent of op-
erating budgets in FY97 as shown in
Table 1. Debt levels based on this indi-
cator are considered low according to
an article prepared for the National
Government Finance Officers Associa-
tion (Government Finance Review, Au-
gust 1991) According to this report,
local government is considered low at
0-8 percent, medium at 8-15 percent
and high when more than 15 percent of
the operating budget is spent on debt

service costs. It is important to note that
the authors of the GFOA report include
“overlapping debt” in their analysis.
Overlapping debt is debt that is paid
by a community, but is issued by other
entities such as regional schools, water
and sewer commissions and counties.
Since this analysis is based on infor-
mation from Schedule A, it does not
include overlapping debt. Communities
in regional school districts or the
MWRA, for example, should consider
overlapping debt in evaluating their
debt positions.

Figure 1 also demonstrates that the
amount of debt outstanding as a per-
cent of the total assessed value of real
and personal property increasing at a
moderate, stable rate. Although this in-
dicator increased from 1.06 percent to
1.62 percent during the period, the in-
crease has not resulted in greater
pressure on operating budgets due to
the combination of factors discussed
above. Using the GFOA report as a
guide, 0-2 percent is considered low,
2-5 percent is medium, 5-8 percent is
above average and 8 percent is con-
sidered high.

Local government in Massachusetts
provides a mix of school, police, fire
and public works services. Not sur-
prisingly, the purposes for which cities

Figure 1

and towns borrow money closely mirror
those service areas. Figures 2 and 3
detail the purposes which comprise lo-
cal bond sales. The charts list the most
common purposes for borrowing and
display each purpose as a percentage
of all debt issued that fiscal year.®

Readers familiar with local government
finance will not be surprised to see that
schools are the single largest category
followed at a great distance by sewer,
water and municipal buildings. Al-
though individual categories fluctuate
from year-to-year, they also do not seem
to change dramatically over the five-
year period. A more detailed analysis
reveals that very large projects
bonded by an individual community or
small groups of communities create
peaks and valleys on each chart.

School construction averages approxi-
mately 43 percent of all debt issued.
Peak years in FY93 and FY95 were
created when a few large school build-
ing projects were either financed or re-
financed. During FY93 Palmer, Sand-
wich and Springfield all issued bonds
for $20 million or more, and Brookline,
Plymouth and Winchendon each is-
sued bonds in excess of $13 million for
school purposes. One of our state’s

continued on page six [0
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Municipal Debt
O continued from page three

Figure 2
Municipal Debt as a Percentage of Total Debt
0 by Purpose, FY93-FY97
50 Schools
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Figure 3
Municipal Debt as a Percentage of Total Debt
. by Purpose, FY93—-FY97
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largest local capital projects occurred
in FY95 when Chelsea replaced every
school in the city at a cost of $110 mil-
lion. Chelsea alone accounts for most
of the increase that year but Lowell
and Barnstable also helped with large
projects of their own.

In the sewer department, projects
range from 15 percent to 27 percent of
all debt issued but do not vary greatly
from their 20 percent average over the
five-year period. Each one of the
peaks in sewer borrowing is attribut-
able to large projects financed by the
State Revolving Fund. In June 1993,
the Massachusetts Water Pollution
Abatement Trust (SRF) issued the first
combined bond sale (Pool 1) for $91

million to provide subsidized financing
to 19 municipalities. It later issued
$151 million of refunding bonds in
FY96 for New Bedford to refinance a
large wastewater treatment plant and
harbor clean-up project.

Water projects began the period tied
with sewer for second place when
Pittsfield, North Andover and Somerset
were involved in major drinking water
projects. This category slumped until
FY96 when the cities of Attleboro,
Holyoke and Worcester invested over
$63 million of new money to upgrade
their water systems.

One of the most volatile categories is
“Other.” It begins the period at six per-

cent and ends at six percent but fluctu-
ates considerably in between. Urban
renewal projects are included in this
category as well as electric light
plants, recreation, airports, and indus-
trial development bonds. Urban re-
newal in Lawrence and electric light
projects in Peabody, Concord and
Westfield began the upward trend in
FY94. Worcester’s Medical City project
was partially funded in FY95 with $31
million of new debt.

Overall, local governments in Mass-
achusetts have moderate levels of
debt which have been stable for the
past three years. Using accepted
benchmarks, our cities and towns are
conservative both in the amount of
money expended for annual debt serv-
ice and the total amount of principal
outstanding. m

written by Christopher Harrington
data analysis by Dora Brown

1. Debt Service for this analysis is principal and in-
terest on long term debt plus interest paid on bond
anticipation notes (BANs).

2. Debt Outstanding is principal due on bonds and
BANs as of 6/30/97.

3. This analysis disregards hospital revenue bonds
issued in FY93 and FY94 by Boston and Quincy to
prevent data distortion.

Correction

The article entitled Abolition of Country
Government? which appeared in the
August 1998 issue of City & Town in-
cluded incorrect information on a
process for establishing a county char-
ter commission. That section of Chapter
48 of the Acts of 1997 was vetoed. m
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Japanese Visitors
Learn About Our
Property Tax System

A delegation of seven officials from the
Research Center for Property Assess-
ment Systems in Japan met with Dep-
uty Commissioner Joseph J. Chessey
Jr. and several of his staff on Septem-
ber 10. The delegation included the
president of the Japan Agricultural
Land Development Agency, the dep-
uty director of the Property Tax Division
of the Ministry of Home Affairs (analo-
gous to the Division of Local Services),
the chief analyst of the Institute of
Urban Economy, the business man-
ager from the Research Center for
Property Assessment Systems and the
finance directors of the communities of
Hokkaido, Hiroshima and Hamamatsu
City. The delegation visited Boston to
research the state and local govern-
ment’s role regarding the real property
tax and to examine assessment prac-
tice and administration. They had spe-
cific questions on the appraisal meth-
ods used for various property types,
the classification of property, the proc-
ess for handling assessment com-
plaints and how tax rates are deter-
mined here. Through an interpreter, the
visitors asked detailed questions and
shared information about their tax sys-
tem. The Japanese also have a locally
assessed property tax with a January 1
date of assessment and a fiscal year
which begins April 1. They use a cost
based system with formulas for depre-
ciation. Recently, they have experi-
enced a decline in land values and
asked how Massachusetts handled
such situations. The delegates were
very surprised to learn that assessment
information is public record here. In
Japan, a taxpayer may only know his
own assessment.

When asked why they chose to visit
Massachusetts, the Japanese officials
responded that a person from Mass-
achusetts headed the Shoup Mission
which set up the Japanese property
tax system in 1950, so there are simi-
larities between systems. Also, a repre-
sentative of the International Associa-
tion of Assessing Officers (IAAQ)
suggested Massachusetts as a state
exemplifying good assessment prac-
tices. After their visit to DLS, the dele-
gation visited Atlanta, Georgia, to learn
about assessment practices there and
then attended the IAAO Convention in
Orlando.

In addition to Deputy Commissioner
Chessey, the DLS staff participating in
the meeting included Jean McCarthy,
Gerard Perry, Anthony Rassias and
Bruce Stanford. m

Changes at DLS

Deputy Commissioner Joseph J.
Chessey Jr. has announced the pro-
motion of Gerard Perry to Associate
Deputy Commissioner of the Division
of Local Services. Gerry has served as
Director of Administration and Special
Projects for DLS for almost two years.
Gerry has managed the education re-
form school audit program since its in-
ception. In his new capacity, Gerry will
oversee day-to-day management of the
Division. Gerry was with the Depart-
ment of Revenue’s Inspectional Serv-
ices Division for 13 years before joining
DLS. A graduate of Northeastern Uni-
versity, Gerry lives in Swampscott where
he served as chairman of the capital
improvement committee for six years
and chairman of the finance committee
for two years.

With the expansion of the audit pro-
gram, Deputy Commissioner Chessey
has announced the creation of the Edu-

cation Audit Bureau and the promotion
of Dieter Wahl to serve as its bureau
chief. DLS has been performing audits
of local school systems under the di-
rection of the Education Management
Accountability Board (established by
Executive Order 393). Since the audit
program began, Dieter has been audi-
tor-in-charge. To date, DLS has audited
the Malden, Lowell, Brockton, Lexing-
ton, Triton Regional, and Worcester
school systems. Dieter, who has been
with DOR since 1992, is a graduate of
Harvard University and lives in West
Newbury where he has been a mem-
ber of the finance committee.

Judy Luca is the new Assistant Direc-
tor of the Bureau of Accounts. Deputy
Commissioner Chessey announced
her appointment in September 1998.
In her new capacity, Judy will be re-
sponsible for supervising the field staff
and establishing accounting policies.
A CPA, Judy has been with the Bureau
of Accounts for seven years. A gradu-
ate of the University of South Dakota,
Judy lives in Lexington. m

Congratulations
in Order!

The Town of Great Barrington is the
first semi-annual tax billing community
to set a tax rate for FY1999. On August
14, James R. Johnson, director of ac-
counts, sent a letter commending
Great Barrington for submitting the first
tax rate to be reviewed and approved
by the Bureau of Accounts for this fiscal
year. Great Barrington has been the first
to set its tax rate in three of the past
four years. m
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Municipal Fiscal
Calendar

October 31
Accountant:
Fiscal Year

Submit Schedule A for Prior

Selectmen: Begin Establishing Next Fiscal
Year Budget Guidelines and Request
Departmental Budgets

Assessors: Begin Work on Tax Rate
Recapitulation Sheet (to set tax rate for
quarterly tax bill communities)

November 1
Taxpayer: Semi-annual Tax Bill — Deadline
for First Payment

Taxpayer: Semi-annual Tax Bills — Appli-
cation Deadline for Property Tax Abatement

Taxpayer: Quarterly Tax Bills — Deadline
of 2nd Quarterly Tax Bill Without Interest

Treasurer: Deadline for Payment of First
Half of County Tax

November 15
Treasurer: First Quarter Reconciliation of
Cash (due 45 days after end of quarter)

Selectmen: Review Budgets Submitted by
Department Heads

This date will vary depending on dates of
town meeting.

Job Opportunities

Project Manager for T echnical As -
sistance — The primary function of
this position is to produce written man-
agement reports and financial analy-
ses that evaluate local government fi-
nancial systems and the effectiveness
of financial officials in meeting their
statutory and management responsi-
bilities. The project manager will coor-
dinate the work of other Division staff
assigned to a given project and will be
responsible for monitoring project sta-
tus (quality, time and schedule). Other
job duties include researching various
municipal finance topics and writing
articles for Division publications such
as City & Town. Preferred qualifications
include a master’s degree in public ad-
ministration, finance or related field
with at least two years of government
finance experience. Strong analytical,
interpersonal and communication skills
(written and oral) are required.

Program Coordinator Il — The Bureau
of Local Assessment is seeking an ex-
perienced property tax appraiser to ad-
minister state mandated valuation pro-
grams. Responsibilities will include the
valuation of state owned land, commer-
cial and industrial equalized valuation,

centrally assessed utilities, farmland
valuations, review of locally assessed
utility valuation, etc. Applicants should
have bachelor’s degree, three years ap-
praisal experience, a recognized ap-
praisal designation and knowledge of
mass appraisal valuation systems. Ad-
ditionally, this position requires sophis-
ticated statistical, analytical and writing
abilities as well as strong computer, in-
terpersonal and communication skills.
This position will manage staff apprais-
ers during projects and participate in
training local officials. Travel may be re-
quired periodically.

Send cover letters and resumes to
Diane Shepard, Division of Local Serv-
ices, PO Box 9655, Boston, MA 02114-
9655 or fax to (617) 626-2330. m

City & Town

City & Town is published by the Massachusetts
Department of Revenue’s Division of Local Serv-
ices (DLS) and is designed to address matters
of interest to local officials. DLS offers numerous
publications on municipal law and finance, avail-
able by calling (617) 626-2300, or through the
DLS World Wide Web site at http ://www.state.
ma.us/dls or by writing to PO Box 9655, Boston,
MA 02114-9655.

Marilyn H. Browne , Managing Editor

Jean M. McCarthy , Editor
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